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TELCAL 38 (For Ohio Farms) 
ANNUAL TAX COMPARISON FOR ALTERNATIVE BUSINESS ORGANIZATIONS* 
User's Manual 
Objective 
The programmable calculator routine estimates the annual Ohio and federal 
income and social security taxes for a farm business and the partners/employee-
stockholders. A tax comparison for various farm business organizations should 
aid the manager .in deciding whether the business should be organized as a partner-
ship (proprietorship), or a sub-chapter "C" corporation. Sub-chapter "S" corporations 
are not considered since they are always more costly for farm business. 
Business Organizations Considered 
1. A partnership (pr~prietorship) owns property and operates the business. The 
partnership allocates all net farm income to the partners. Self employment 
taxes, Ohio income taxes and federal income taxes less federal tax credits are 
calculated for the partners. 
2. A sub-chapter "C" corporation owns property and operates the business. The 
corporation pays the employee-stockholder's salary, the corporation's share of 
social security taxes on the employee-stockholder's salary, Ohio corporate franchise 
tax, and federal corporate income tax less federal tax credits on the corporation's 
taxable income. The employee-stockholder's share of social security taxes, Ohio 
income taxes and federal income taxes on the salary from the corporation plus 
other income are calculated. 
3. Workers' compensation is not considered since it is an optional expense for both 
the partnership and the farm operation. 
References 
The Farm Corporation, North Central Regional Extension Publication No. 11. 
Limitations 
1. The program contains the income and social security tax rates and exemptions 
applicable in 1980. If the tax rates or exemptions have changed, the estimated 
tax may be slightly different. 
2. The federal income tax rate schedule for a married individual filing a joint 
tax return is used. The federal tax rate schedules for a single taxpayer's 
return, married individual filing a separate return, head of household, estate 
and trust result in slightly different tax obligations. 
3. The income tax calculations for Ohio and federal income taxation are simplified 
versions of the tax code. The program does not consider the minimum or maximum 
federal income tax or the addition and subtraction for Ohio income taxes. 
*The program was developed by Ralph E. Hepp, Department of Agricultural Economics, 
Michigan State University, January 1980. Modified for Ohio taxes by Richard D. Duvick, 
Department of Agricultural· Economics and Rural Sociology, The Ohio State University, 
August, 1980;. Revised 2/16/81 
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Program Cards 
1. Card side 1, la and 2 -- Tax rate schedule and the tax calculation equations 
for a partnership. 
2. Card side le, 2b, la and 2c -- Tax rate schedule and the tax calculation equations 
for a sub-chapter "C" corporation. 
Input Description 
1. Farm business income and expenses 
a. Long-term capital gain (before the 60% reduction) -- The program includes 
40% of the long-term gain in adjusted gross income where appropriate for 
business taxation. 
b. Net business income -- Enter the net business income determined after 
direct and overhead business expenses are subtracted from sales. It should 
correspond to the net farm profit as calculated on a schedule F. 
2. Business federal tax credits (investment, jobs, and fuel tax credit) -- If 
the business has returnable or carry forward investment tax credits, make the 
.. -; 
appropriate adj~stments before entering the value. The program reduces federal 
income tax due by the amount of federal tax credits entered. 
3. Number of partners/employee-stockholders (the number must be less than 5) 
If a family member is a business employee, rather than an owner-operator, enter 
the salary as a business expense in the net business income calculation. 
Partners/employee-stockholders are family members who have an ownership/ 
management responsibility in the business and share in business earnings/losses. 
4. Input data for partner/employee-stockholder -- The program can handle up to 4 
partner/employee-stockholders in the business in input sections 5, 6, 7 and 8. 
Use one section for each owner-operator and enter all input data on an annual 
basis. 
a. Cash wage paid by the business -- The salary before income taxes and social 
security which will be paid if a corporation or partnership is organized. 
b. Tax deductible employee-stockholder fringe benefits paid if a corporation 
is organized (do not include workers' compensation and social security) --
Include only fringe benefits for employee-stockholder where a corporation 
can deduct them as a business expense, and are not allowed for a partnership. 
Examples include life insurance and health insurance. 
c. Other family income for the taxpayer which is subject to income taxation 
(i.e., land rent, wages, interest and dividends) -- If land is not contributed 
to the corporation or partnership, the land rent paid is reflected in a lower 
net business income on input line lb (4) and a higher other family income to 
the individual partner/employee-stockholder. Subtract any expenses from the 
land rent before entering the taxable portion. 
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d • Leave blank 
e. Number of exemptions for income tax purposes -- Personal exemptions for 
the family. 
f. Percent of the partnership/stock owned by the partner/employee-stockholder--
The percent for all the partner/employee-stockholder must equal 100. 
Output Description 
1. Partnership business organization 
a. Partnership earnings after salary, but including 40 percent of the long-
term capital gain income -- The net business income which is passed to the 
partners according to their share of ownership in the partnership. 
b. Self employment tax for partners -- Total for all partners. 
c. Ohio income tax for partners -- Total for all partners. 
d. Federal income tax for partners less tax credits -- Total for all partners. 
e. Total listed taxes -- Total of lb, c, and d above. 
2. Sub-chapter "C" corporation business organization 
a. Corporation earnings and capital gains income -- Taxable income for the 
corporation. 
o. Social security tax for the corporation and the employee-stockholders --
The corporation's share and the employee-stockholder's share of the social 
security tax. 
c. Ohio Franchise Tax for the corporation. ( A minimum of $50 must be paid, 
but this is not in the program.) 
d. Corporation federal income tax less tax credits. 
e. Ohio income tax for employee-stockholders. Total for all employee-
stockholders. 
f. Federal income tax for employee-stockholders -- Total for all employee-
stockholders. 
g. Total listed taxes -- Total of 3b, c, d, e, and f above. 
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Methods Used 
1. Social security -- The self-employment tax rate is 9.3% on the first $29,700 
of self .-employment income. The corporation and employee social security 
tax rate if 13.30% (6.65% for the employer and 6.65% for the employee) on 
the first $29,700 of salary. 
2. Corporation federal income tax -- The ordinary corporation income is taxed 
at 17% on the first $25,000, 20% on the second $25,000, 30% on .the third $25,000 
and 40% on the fourth $25,000 of taxable income and 46% on taxable income above 
$100,000. Capital . gain income is taxed at the lesser of ordinary income tax 
rates where capital gain is combined . with ordinary income or a 28% tax rate. 
3. Ohio income tax -- Taxpayer's income less $650 times the number of exemptions 
times the appropriate tax rate. 
4. Federal taxable income -- Taxpayer's income less $1,000 times the number of 
exemptions. 
5. Federal tax rate schedule for married individuals filing a joing income tax 
return. 
T.axable Income Tax OnE.zcesa, 
Over Not Over Pay + Rate Over 
s 3,400 
$ 3,400 5,500 14% $ 3,400 
5,500 i/:1)0 $ 294 16% 5,500 
7/:J:XJ 11,900 630 18% 7,(:J.XJ 
11,900 16,000 1,404 21% 11,900 
16,000 20,200 2,265 24% 16,000 
20.200 24,600 3,273 28% 20,200 
24,600 29,900 4,505 32% 24,600 
29,900 35,200 6,201 3i% 'ZJ,900 
35,200 45,800 8,162 43% 35,200 
45,800 60,000 1Z720 49% 45,800 
60,000 85,600 19,678 54% 60,000 
85,6CO 109,400 33,502 59% 85,600 
109,400 162,400 47,.544 64% 100,400 
162,400 215,400 81,464 68% 162.400 
215,400 117,504 70% 215,400 
6. Ohio corporate franchise tax is the greater of 5.14 mills per $~000 net 
worth or a tax on corporate income with a , 4~11 or 8. 22% rate depending\.on 
the level of income. 
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Adjusted Analysis 
If an adjusted analysis is desired, change the value, enter card side 1 and 
press B. Continue through the output analysis. If a new example is considered, 
enter card side 1, press A (all data registers are cleared), enter the new case 
examples data and press B. Continue through the output analysis. 
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Long term capital gain (before the 60% 
reduction) 
Business income 
Business federal '.tax credits 
Net w·orth of the corporation (book value) 
Number of partners/employee-stockholders 
(the number must be less than 5) 
Cash wage paid by the business 
Tax deductible employee-stockholder fringe 
benefits paid if a corporation is organized 
r-i Other family income for the taxpayer which is 
H ~ subject to income taxation 
0 H 
4-! aJ No entry 
m B Number of exemptions for income tax purposes 
~ ~ Percent of the partnership/stock owned by 
A the partner/employee-stockholder 
Cash wage paid by the business 
Tax deductible income fringe benefits paid if 
N a corporation is organized 
~ 
H Other family income for the taxpayer which is 
0 H 
4-! aJ subject to family income taxation 
~ m +.J No entry 
+.J H 
m m Number of exemptions for income tax purposes 
A Percent of the partnership/stock owned by the 
partner/employee-stockholder 
Partnership earnings after salary, but including 
40% of the long-term capital gain income 
Self employment tax for partners 
Ohio income tax for ,partners (takes ·60 seconds 
or so) .. 
Federal income tax for partners less tax credits 
Total listed taxes 
"C" Corporation 
CLR 
Card side le CLR 





Card side la CLR 
Card side 2c c 322 
R/S 3351 
R/S 9942 
When used with the printer, input 
and output data is recorded as shown 
at the right. 
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Corporation earnings and capital gain income 
Social security tax for the corporation and the 
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Ohio Franchise Tax 
Corporation federal income tax less tax credits 
Ohio income tax for employee-stockholders 
Federal income tax for employee-stockholders 
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COMPARISQN OF ALTERNATIVE BUSINESS ORGANIZATIONS OR ASSUMPTIONS 
1'1kl 
STO ALTERNATE SITUATIONS/ASSUMPTIONS ~ Soc:.. Ste. .f.ATE~) 
INPUT LOC. n. D. r" T"I \~ 
Long-term capital gain 10 l~* 0 oo L5... o o o ~t OQ Q 1-/.o"' a Qo Net business income 11 ,i!l.12.(. ~€_. /..() Q. OQO .. DOO loo I 000 . 
• Federal Tax credits 12 11 t;'O <l ~.soo s, 000 .s..aaa ; Corp. Net worth 13 /()0, 000 .3o 1 c!>00 ~Q. QQQ ~o • QQ g 
I' !i I No. of Partners 14 ..a ~ ;z 
#!-Wages 15 I~ 000 IS, 0 0 0 .iQ t QQ 0 .30.000 
• 
-Fringe benefits 16 ll 0 0 0 0 ~ a 
-other income 17 0 7, t>()O lQ. QQ Q 10 0 ooO • 
-no entry 18 0 0 () () 
-# of exemptions 19 3 6 _, .t 
-% of part. income 20 80 so So .SQ 
#2-Wages 21 /~'I 0 0 0 IS, QQQ 3Q. QQ 0 3_Q1 OQ0 
-Fringe benefits 22 
,. 
• • l. 0 0 0 () 0 Q 
-other income 23 0 ~,QQQ soo Soo .. 
-no entry 24 Q 0 0 0 
-# of exemptions 25 ~ 'I ':i 
" -% of part. income 26 ~a so so SQ #3-Wages 27 
-Fringe benefits 28 
-other income 29 
-no entry 30 
-# of exemptions 31 
-% of part. income 32 
#4-Wages 33 
-Fringe benefits 34 
-other income 35 
-no entry 36 
-# of exemptions 37 
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